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Mexico's gross domestic product dropped 3.5% in 1986. In the first half of 1987, GDP growth is
estimated to have been zero or to have fallen slightly. This year petroleum and electricity production
have increased, while manufacturing and construction have declined. General economic activity
has picked up somewhat in the second half of the year, and GDP growth for 1987 is projected at
only 1%. Last year's record inflation of 105.7% will be surpassed this year: current estimates by the
government are over 140%. In the past two years, the Mexican government has implemented an
accelerated devaluation of the peso, largely for purposes of boosting exports. In recent months,
however, the pace of devaluation has been slowed down in order to brake inflation, and some
marginal export companies have reportedly gone out of business. In the first eight months of 1987,
the controlled rate of exchange grew by over 8%. On the other side of the balance sheet, foreign
reserves in the first half of the year reached nearly $15 billion, and recently the government claims
reserves of $18 billion. The reserve buildup led to the government permitting commercial banks
to increase loans to the private sector and reducing obligatory lending to the public sector. Total
1987 imports are projected at $13.7 billion, an increase of 20% over the 1986 level. A big export
revenue earner is the maquiladora industry. These operations are not restricted to the border, and
have been established in interior cities such as Monterrey and Guadalajara. In 1986, the number
of maquiladora plansts grew by 25%, to more than 1,000 plants. The maquiladora program permits
operations to import components duty-free into Mexico and permits 100% foreign ownership. This
sector was responsible for $1.4 billion in foreign exchange in 1986, making it second to oil products
as a source of export revenue. As of late September, Mexico's highest duty rate on imports was 40%.
The government intends to continue reducing duty rates to no more than 30% by November 1988.
The top rate was 100% as recently as early 1986. (Basic data from BUSINESS AMERICA, September
28, 1987, pp. 33-34; New York Times, 11/19/87; LADC 11/12/87)
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